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DEPT PASS EXIM FOR CRAFTON 

EO 11652: N/A 

TAGS: ENRG, BENC, EALR, EFIN, MX 

SUBJECT: PEMEX FINANCING OF GAS PIPELINE TO THE U.S. 

REF: MEXICO 8837 

1 . PETOFF DELIVERED ON JUNE 22 EXIM LETTER CONCERNING 
ITS INTEREST IN SUPPORTING U.S. STEEL TENDER FOR SALE OF 
PIPE, TO KEY ADVISERS TO PEMEX FINANCE DIRECTOR. CONVER- 
SATION THEN TURNED TO SUBJECT OF FINANCING THE LINE. 

2. THE IDEA OF A SEPARATE FINANCIAL ENTITY TO BUILD THE 
LINE PERSISTS. PEMEX IS NOW THINKING OF FORMING A HOLDING 
COMPANY WITH UP TO 49 PERCENT OF THE STOCK TO BE HELD BY 
PEMEX AND UP TO 49 PERCENT BY THE U.S. BANKS AND GAS 
COMPANIES WHO WOULD PROVIDE THE FINANCING. THE BALANCE 
WOULD BE OWNED BY THE CONSTRUCTION COMPANIES BUILDING THE 
LINE. AS PREVIOUSLY REPORTED, THE PRIMARY ADVANTAGE TO 
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PEMEX IN SUCH AN ARRANGEMENT IS THAT THIS WOULD PLACE 
THE COSTS OF THIS PROJECT OUTSIDE PEMEX'S BUDGET AND, 

THEY PRESUME, OUT FROM UNDER THE IMF CEILING ON PUBLIC 
SECTOR EXTERNAL BORROWING. THE HOLDING COMPANY MAY BE 
SET UP IN THE U.S. SO THAT THE BANKS WOULD AVOID THE 
PROBLEM OF RUNNING UP AGAINST THEIR COUNTRY LENDING LIMITS. 
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3. THE FINANCIAL ADVISERS SAID THAT PEMEX'S DIRECTOR 
GENERAL HAS DISCUSSED THIS IDEA WITH THE IMF WHICH SEEMED 
RECEPTIVE, AND THAT FUND RECOGNIZES THAT THE PROJECT 
WOULD GENERATE LARGE QUANTITIES OF FOREIGN EXCHANGE IN A 
RELATIVELY SHORT TIME. 

4. PEMEX HAS BEEN OFFERED A VARIETY OF FINANCING PACKAGES 
BY U.S. AND OTHER FOREIGN LENDERS AND IS CURRENTLY EVALUAT- 
ING THEM TO DETERMINE WHICH IS MOST ADVANTAGEOUS. THEY 
WOULD LIKE TO GET A 5 TO 7 YEAR LOAN. THOMPSON 
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